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China’s Return Helps Offset Decline of U.S. Wheat Exports
Elsewhere in Asia

Summary I

U.S. wheat commitmentsto Asaare up for the first timein 5 years aslarge sdles and shipments
to China compensate for dwindling exports to other markets.

Shrinking Markets, Greater Competition Eroded Sales to Asia... I
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million tons of U.S. exports annualy, but a string of bumper harvests dlowed them to build up
substantial wheat stocks and even turn into net exporters. Second, the United States faced
gronger competition from Audrdia Since the mid 1990s, Audrdia has expanded production
and become the world's second largest exporter, with a strong presence in Ada due to a
comparative freight advantage.  Third, the emergence of nontraditiond exporters, especidly
India, further eroded U.S. market share. Good harvests and expanding stocks allowed India to
become a net exporter, shipping as much as 5 million tons a year, mosly low-qudity wheat
destined for nearby markets. The availability of these lower priced supplies lurt U.S. soft whest
exports to markets such as Bangladesh and Sri Lanka. SRW exports to Ada practicdly
disappeared in 2002/03, falling below 100,000 tons.
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But China’s Return Helps This Year... I

In 2003/04, U.S. wheat exports to much of Asa have continued to dide. A record Austrdian
crop, coupled with a period of very high freight rates, has damaged exports to markets such as
Indonesia. Stronger Canadian sdles have cut exports to the Philippines, which will likdy fdl to
their lowest level in more than a decade. In addition, Indid s exports have reached a record,
further pressuring U.S. whest.

The one bright spot for U.S. wheat, however, has been Chind s re-emergence asalarge
purchaser, and this aone has pushed total exportsto Asaup for thefirst timein 5 years. As
Chinese farmers have shifted acreage to more profitable crops, the country’ s production has
fdlen, and shrinking stocks and rising prices have necesstated a return to the import market.
Chinese imports of U.S. whest this year have aready exceeded a million tors, the largest amount
in 8 years.
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And Exports Could Expand Next Year I

For 2004/05, expected strong buying from China should again boost U.S. exports. China is
forecast to become the world's largest import market, and has dready purchased over a million
and a hdf tons of U.S. wheat. There are dso dgns that the United States could benefit in other
pats of Ada as wdl. Peakisan may return to the import market as the government recently
announced its intention to purchase 1 million tons. The recent fdl in feight rates could aso ad
U.S. whest, as will the expected decline in India's exports. So, in a year where totd U.S. wheat
exports are expected to fal more than 6 million tons, there could be improved prospectsin Asa.
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